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M LPERSMAN 7000- 020

| NDEBTEDNESS AND FI NANCI AL RESPONSI BI LI TY OF MEMBERS

Responsi bl e | NAVPERSCOM Phone: DSN 882- 4439
Ofice ( PERS- 832) COM| (901) 874-4439
FAX 882- 2624

Gover ni ng JAQ NST 5800. 7, Manual of the Judge Advocate
Directives General (JAGVAN)

15 U.S. C 1601

42 U. S.C. 659

12 CFR 226, Federal Reserve Board Regul ation Z

1. Policy. Menbers of the Naval service are expected to pay
their just debts and financial obligations in a proper and
timely manner. The Navy is without legal authority to require a
menber to pay a private debt, or to deduct any part of their pay
to reinburse the creditor even if the indebtedness has been
reduced to judgnment by a civil court, unless the nenber’s pay is
to be garnished to provide child support or alinony under

42 U.S. C. 659.

2. Enforcenent of Private (bligations

a. The enforcenent of private obligations is a matter for
civil authorities. A commanding officer is without authority to
adjudicate clainms or to arbitrate controversi es concerni ng debts
or private obligations of Naval nenbers, or to act as an agent
or collector. Menbers of the Naval service are not, by virtue
of their mlitary status, relieved fromcontinuing obligations
to obey pertinent civil laws or to conply with the terns of
applicable civil court orders, decrees, or judgnents. However,
the Sol dier and Sailors Relief Act, as anmended, provides for
certain privileges and benefits for nenbers of the Naval
servi ce.

b. The extent to which commandi ng officers may cooperate
with creditors is limted to admnistrative referral of
correspondence to the nmenber. The comandi ng of ficer shal
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ensure the nmenber communi cates their intentions regarding the
creditor. Under the Fair Debt Collection Practices Act (15

U S.C 1601), contact by a debt collector with third parties,
such as commandi ng officers, for the purpose of aiding debt
collection is prohibited without prior concurrence of the
debtor, or wthout a court order. Cains for support of famly
menbers or clains by the Federal, State, or Minici pal
governnments are not limted by this section.

3. Creditor’s (Obligations

a. The follow ng requirenents should be net by creditors
prior to assistance in collecting debts:

(1) Creditors subject to 12 CFR 226, and assi gnees
cl ai m ng thereunder, shall submt, with their request for debt
processi ng assi stance, an executed copy of the Certificate of
Compl i ance and a true copy of the general and specific
di scl osures provided the nenber as required by the Truth-in-
Lending Act, 15 U S. C. 1601.

(2) A creditor not subject to 12 CFR 226, such as a
public utility conpany, shall submt a certification that no
interest, finance charge, or other fee is in excess of that
permtted by the |law of the state fromwhich the obligation was
i ncurred under Section 226.3 of Regul ation Z.

(3) A foreign-owned conpany havi ng debt conpl aints shal
submt with its request a true copy in English of the terns of
the debt and shall certify that it has subscribed to the
St andar ds of Fairness.

(4) Credit unions chartered to serve DOD personnel but
operating off mlitary installations; banks and credit unions
operating on mlitary installations; and bank branches operating
on mlitary installations shall conformto the Standards of
Fairness. Relative to this requirenent, the Truth-in-Lending
Act prescribes the general disclosure requirenments which nust be
met by those offering or extending consuner credit and 12 CFR
226, prescribes the specific disclosure requirenents for open-
end and installnment credit transactions. 1In |ieu of Federal
requi renents, state regulations apply to credit transactions
when the Federal Reserve Board has determ ned that state
regul ati ons inpose substantially simlar requirenments and
provi de adequate enforcenent neasures. Regulations of the
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Federal Reserve Board should be checked to determ ne whet her
Federal or State | aws and regul ati ons govern.

b. These requirenments of certification do not extend to

(1) clainms of conpanies furnishing services such as
newspapers and simlar services where credit is extended solely
to facilitate the service, as distinguished frominducing the
pur chase of the product or service; or

(2) clainms by acconmodati on endorsers, co-nmakers, or
| enders against the party primarily |iable on obligations not
intended to benefit the accommobdating party, through paynent of
interest or otherw se; contracts for the purchase, sale, or
rental of real estate; clains in which the total unpaid anount
does not exceed $50.00; clainms for support of famly nenbers;
clains based on a revolving or open-end credit account if the
account shows the periodic rate and its annual rate equival ent
and the balance to which it is applied to conpute the charge; or
pur chase noney liens on real property (does not include |liens on
real property and rel ated obligations such as those which
represent obligations for inprovement or repair).

4. Commanding Oficer’s bligations. The commandi ng officer
shal |l ensure nmenbers of their command are instructed in
financial responsibility, suggested via the command’ s Gener al
Mlitary Training program Disinterested third party counseling
(financial counselor) should be made avail abl e by each conmand
to assist nenbers with their financial concerns or problens.

Trai ning should help to enphasi ze the foll ow ng:

a. Thrift is not only a virtue, but for nost people, a
necessity.

b. The way in which one handles their private financial
affairs provides a reliable indication of their general
character and truthworthiness.

c. Prior to acceptance of any credit plan, nenbers shoul d
eval uate their financial capabilities and set up a budget, which
wi || preclude hopel ess entrapnment in overburdening and ever
I ncreasi ng debts.

d. Consultation with a Legal Assistance Oficer, or Comand
Fi nanci al Assistant, when contenpl ating | arge purchases on
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credit may assist nmenbers to avoid commtnents which may be
difficult or inpossible to carry out.

e. Be wary of the “high pressure” sal esperson. Think
carefully and seek advice before signing an agreenent or
contract. Never sign a blank contract and always multiply the
nunber of paynments by the anobunt to determ ne the total paynent.
Note particularly the penalty cl auses.

f. Failure to pay just debts or repeatedly incurring debts
beyond one’s ability to pay is evidence of irresponsibility and
may j eopardi ze their security clearance status, advancenent
status, duty assignnent, qualification for reenlistnment or
extension of enlistnent, retention, and in aggravated
ci rcunst ances may beconme grounds for disciplinary and/or
adm ni strative separation action.

g. A savings nmay be realized by setting funds aside to
provi de for cash purchases.

h. Take advantage of the saving, counseling, and | ending
services provided by credit unions organized by and for the
Department of the Navy civilian and mlitary personnel.

i. The use of the statement of Full D sclosure forns as set
forth herein will be included in indoctrination and each nenber
desiring to obtain or execute a loan wll be encouraged and
advised to require the creditor or lender to conplete the Ful
Di sclosure formto be signed by both parties to the transaction.

]. Menbers who did not seek or heed advi se beforehand or
who ot herwi se encounter difficulties in paying their debts
shoul d be encouraged to consult with a Legal Assistance Oficer
per JAQ NST 5800. 7 (JAGVAN) .

k. Bankruptcy is not an easy way out of indebtedness. The
Navy neither encourages nor discourages the filing of a petition
i n bankruptcy. The circunstances pronpting bankruptcy
proceedi ng are considered carefully since they may refl ect
adversely on the mlitary character of the petitioner.

A di scharge in bankruptcy does not give a nenber imunity from
appropriate disciplinary or admnistrative action for failure to
pay just debts committed prior to a petition of bankruptcy.
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5. Notice of |Indebtedness. Upon receipt of a notice of
i ndebt edness, determne if the creditor is:

a. a debt collector who is in violation of the Fair Debt
Coll ection Practices Act or a state statute regul ati ng debt
col | ection practi ces;

b. a nonjudgenent creditor who has conplied with the
St andards of Fairness, nmade a full disclosure of the terns of
the obligation, and executed the Certificate of Conpliance
before consummating the I oan or credit contract, and has
submtted a copy of the statenent of Full Disclosure and the
Certificate of Conpliance with the signatures of both parties
and the date of its execution;

c. a nonjudgenent creditor who has certified that the
St andards of Fairness are conplied with and that the unpaid
bal ance is adjusted accordingly or needs no adjustnent,
including a statenent of Full D sclosure reflecting conpliance.
This provision applies only to those cases in which the creditor
has not executed a Certificate of Conpliance prior to the
consunmati on of the contract or is unable to produce it.

d. a creditor who has procured a judgnent in a civil court
of conpetent jurisdiction.
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6. Letters to Creditors.

i ndebt edness is received by a nenber’s command,

formletter should be used.

In the event that a notice of

t he appropriate

I F...

THEN...

a debt collector is in

return the correspondence to

violation of the Fair Debt the sender with Letter |L-1,
Col l ection Practices Act or a

state statute

the creditor is not |isted send the creditor Letter L-2

ot her types listed under the
Creditors Obligation block

under Creditors Obligations

bl ock

a creditor is not in violation |[send the correspondence to the
of the Fair Debt Collection menber concer ned.

Practices Act or a state

statute, and is one of the have the nenber respond

directly to the creditor in
writing, or another docunented

a menber’ s enpl oynent as
status of pay,

manner regardi ng their
I ntentions.
send the creditor Letter [L-3.
after resubmtting Letter L-2, |[send Letter [L-4
the creditor still has not
satisfactorily nmet the
requi renents for ful
di scl osure or signed the
Certificate of Conpliance
a creditor’s letter is respond by Letter L-5|
received via a nmenber of
Congr ess
reply concerns verification of |respond by Letter |L-6|

7. Indebtedness to the Navy and Marine Corps Reli ef

a. The Navy and Marine Corps Relief Society (NMCRS)
mai ntains a close affiliation wth the Navy and Marine Cor ps.
Communi cations fromthe NMCRS to the commandi ng of ficer
concerni ng funds advanced to a nmenber are made only after

repeat ed unsuccessf ul

attenpts have been made to conmuni cate
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with the nmenber. The NMCRS requests conmandi ng officers to have
the menber interviewed, to ask the nenber to reply to the NMCRS
correspondence, and to submt a recommendati on regarding
menber’s ability to repay the funds. Answers to these letters
shal |l be answered in terns of action and information requested,
not in terms of typical indebtedness letters. These letters are
not appropriate when responding to NMCRS, or letters to other
commandi ng officers, which are neither indebtedness conplaints,
nor collection letters.

b. dainms in which conpliance with these requirenents is
guestionable, or in which the total cost of the loan or credit
including all finance charges, although stated, appear excessive
shall be referred to the officer designated by the command as
responsi bl e for such consideration and disposition as my be
appropriate. However, before deciding on the proper course of
action, the conmmand shall give the creditor an opportunity to
denonstrate that the finance charges conformto |law and the
extent to which the finance charge and rates conformto
prevailing rates and charges for simlar consuner credit
transacti ons.

c. Expeditious action is encouraged in the best interest of
the Navy, and to assist nmenber where feasible in obtaining
needed credit, or preventing adverse credit information from
bei ng entered on their account(s).

8. Request for Information on Menber’s Pay. Requests to
furnish informati on concerning the personal credit rating of a
menber of the naval service should be courteously refused.
Inquiries will be limted to a verification that the nenber is
in the naval service, and a statenent of the nenbers duty
station, duty address, and basic pay information. The comand
may provide the nenber a Statenent of Service (see Letter | L-7),
whi ch includes a statenent of pay and al |l owances that has been
si gned and rel eased by the conmand.

9. Actions in Aggravated Situations of Nonpaynent

a. Should an aggravated situation due to nonpaynment occur,
t he nmenber should be i medi ately counsel ed on the adverse
effects of such notification of nonpaynent of |egal debts, and
the need to take pronpt action to resolve the nonpaynent issue.
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b. If considered necessary to assist the nenber in managi ng
their financial affairs, require the nenber to submt a
statenent of nonthly finance (incone and output) (see Letter
L-8). Submt to Departnent of the Navy, Central Adjudication
Facility (DON CAF), if appropriate, a full report of the
circunstances in connection with any petition in bankruptcy,

di scharge in bankruptcy, or approved Wage Earner’s Pl an.
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LETTER L-1
Dear Sir/ Madam

This is inreply to your letter of (date) concerning the all eged
i ndebt edness of (grade/rate/nane).

The policy of the Departnment of the Navy is that nmenbers of the
naval service shall honorably discharge their just and fair
debts. W have, however, no authority to enforce settlenent of
any private clains made agai nst nenbers of the naval service,
nor is adjudication of disputed clains a matter under the

cogni zance of the Departnent of the Navy.

The Navy will forward conpl aints of indebtedness to nenbers
advising themto communicate directly with the creditors
regarding their intention in the matter, provided the letter of
i ndebt edness conplies with statutory and regul atory
requirenents.

A careful review of the contents of your correspondence suggest
that it is in violation of (statute (federal or state, or
both)), in that (briefly describe the apparent violation, i.e.,
correspondent is a nenber of the class of persons prohibited
fromcontacting third parties). Therefore, the correspondence
is returned to you without action.

You are advised to communicate directly with (grade/rate/nane)
about this matter.

Si ncerely,

(Attached encl osures.)
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LETTER L-2

Dear M./ M ss/ Ms./ M/ (surnane)

This is inreply to your letter of (date) concerning the all eged
i ndebt edness of (grade/rate/nane).

The policy of the Departnment of the Navy is that nenbers of the
naval service shall honorably discharge their just and fair
debts. The Departnment of the Navy has no authority to enforce
settlenment of any private clains nmade agai nst nenbers in the
naval service, nor is adjudication of disputed clains a matter
under the cogni zance of the Departnent of the Navy.

Department of Defense directives require that as a condition
precedent to forwarding conplaints of indebtedness to a nenber,
t he encl osed fornms nust be conpleted and the Standards of

Fairness conplied with. |If, after review, it appears that the
provi sions of the Departnment of Defense directives have been
fully satisfied, the matter will be referred to the nenber for

reply directly to you.
Si ncerely,

Encl osures: (Standards of Fairness forns for a statenent of
Ful | Disclosure and a Certificate of Conpliance.)
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LETTER L-3
Dear (fill-in):

This is inreply to your letter of (date) concerning the all eged
i ndebt edness of (grade/rate/nane).

In view of your letter, the nenber has been advised to

communi cate directly with you regarding their intentions in this
matter. | hope that this action will result in the matter being
satisfactorily resol ved.

Si ncerely,
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LETTER L-4
Dear M./Mss/Ms./ M. (surnane):

This is inreply to your letter of (date) concerning the all eged
i ndebt edness of (grade/rate/nane).

After a careful review of the contents of your correspondence,

it does not appear that the Full Disclosure test and the

St andards of Fairness requirenent have as yet been net.

(Specify particulars to the extent appropriate). This conmand
is not permtted to assist you until the Standards of Fairness
have been conplied with, or until such tinme as you have obtai ned
a civil judgnent in a court of conpetent jurisdiction which
conplies with the provisions of the Soldier’s and Sailor’s G vil
Rel i ef Act.

Si ncerely,

Encl: (correspondence in this case.)
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LETTER L-5
My Dear M. (Congressnan/ Congresswonan) :

This is inreply to your letter of (date) concerning the all eged
i ndebt edness of (grade/rate/nane), United States Navy.

Navy personnel are well indoctrinated in the Departnent of the
Navy’'s policy of expecting all nenbers to discharge their

acknow edged debts and just obligations. W desire to cooperate
and be of assistance to persons who are experiencing difficulty
in collecting fromnaval personnel. There is no |legal authority
to exercise control or direction over federal pay in matters of
personal indebtedness. Cooperation is restricted to bringing
the matter to the attention of the nenmber concerned, and
requesting they conmunicate directly wwth the creditor regarding
their intentions in the matter.

Department of Defense directives require that as a condition
precedent to forwardi ng conplaints, the enclosed form nust be
conpl eted and the Standards of Fairness conplied with. Your
constituent should be advised to send the forns to: Commandi ng
Oficer, (fill-in). | have ensured the nenber is advised of our
| earning of this issue, and have recommended he take action on
his part to resolve the issue inmediately.

Si ncerely,

Encl: (Standards of Fairness forns for Ful
Di scl osure/ Certificate of Conpliance.)
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LETTER L-6
Dear Sir/ Madam
This is in reply to your letter of (date) requesting certain
information relative to the credit rating of (grade/rate/nane),

United States Navy.

(Gade/rate/nane) is currently a nmenber of the naval service on

active duty. His/her official address is: (fill-in). Current
policy of the Departnent of the Navy precludes furnishing
further information in this regard. |If nore detailed data is

requi red, we suggest it be requested directly fromthe menber or
fromcredit bureaus or other commercial rating agencies.

We hope that the foregoing information satisfactorily answers
your inquiry.

Si ncerely,

NOTE: When in receipt of letters fromcreditors desiring to
contact a nenber about their indebtedness and the nenber has
transferred, the command shoul d advi se the creditor of the
menber’s new duty station address or that the nenber has been
di scharged fromthe Navy and the Navy is not authorized to
provide creditors with nenber’s forwarding civilian address.
Hone addresses are never to be rel eased.




7000- 020
22 Aug 2002
Page 15 of 17

LETTER L-7 ( STATEMENT OF SERVI CE)

Thi s menorandum certifies that (grade/rate/nane) is currently on

active duty in the United States Navy, assigned to (fill-in
command and address). His/her expiration of current enlisted is
(fill-in). Hel/she entered in the Navy on (fill-in). His/her

current mlitary pay is as follows:

BASE PAY:

SPECI AL PAY ( SEA/ SUB/ FLI GHT/ MEDI CAL/ PRO, ETC., PAY):
ALLOMNCE FOR QUARTERS (BAQ) :

ALLOMNCE FOR MEALS (BAS):

VARI ABLE HOUSI NG ALLOWANCE ( VHA) :

REQUI RED DEDUCTI ONS | NCLUDE

FEDERAL | NCOVE TAX:

STATEMENT | NCOVE TAX

FI CA:

(ANY OTHER REQUI RED DEDUCTI ONS - GARNI SHMENTS, ETQO)

| hereby authorize the above information for the purpose of
(obtaining a hone | oan, etc).

MEMBER S SI GNATURE

| certify that the above infornmation is a true report of
menber’s current pay as of the date of this nmenorandum

COMVAND REPRESENTATI VE

(Commands are advised to keep a copy of this nmenorandum for one
year.)
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LETTER L-8

From (G ade/rate/ nane/ conponent/ SSN)
To: Commandi ng O ficer, (fill-in)

Subj: STATEMENT OF My FI NANCI AL STATUS, AND CURRENT
| NDEBTEDNESS

1. PRIVACY ACT STATEMENT: Under the authority of Title 5, USC,
Section 301, and Departnent Regul ations, information concerning
nmy financial status and current indebtedness has been requested
so ny command nmay evaluate ny financial status and current

i ndebt edness, and counsel nme in regard to them | also
understand that such information may be used in admnistrative
di scharge proceedings. The information provided by ne may
becone a permanent part of my personal record and will not be
di vul ged without nmy witten authorization to anyone other than
officials, and enpl oyees of the Departnent of the Navy, and

ot her governnental departnents or agencies engaged in their

official duties. | understand that disclosure of this
i nformati on may hanper effective counseling by nmy command.
Further, | understand that if |I fail to disclose the requested

i nformation, any adm nistrative determ nati on upon which ny
financial status and current indebtedness may have a bearing
will be made on the basis of other available information, which
may support a determ nation adverse to nme. Lastly, | understand
that disclosure of nmy social security nunber is also voluntary
and that there is no adverse effect on nme for not disclosing it;
however | understand that disclosure of ny social security
nunber will reduce the possibility of m staken identity.
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2. M current financial status is as follows:

Current nonthly incone: Average nont hly expenditures:
Pay: Shel ter:
Al | onances: Food:
Bonus: Uilities:
O her: Cl ot hi ng:
TOTAL: Ent ertai nnent :
O her (includes taxes):
TOTAL:
Down paynent : Amount paid to date:
Anmount owed:

3. M current indebtedness is as follows: (nmake a separate
listing for each creditor with the follow ng informtion)

Creditor: Nat ure of debt:
Dat e debt i ncurred: Mont hly paynent:
Dat e | ast paynent: Original anobunt owed:

4. The follow ng judgnments have been rendered agai nst ne:

Court: Nat ure of judgnent:
Dat e of judgnent: Amount of judgnent:
Ternms of judgnent: Amount paid to date:

5. Additional remarks concerning ny intention to |liquidate ny
obligations include/are as follows (if applicable):

6. | certify that the foregoing is correct and conplete to the
best of ny know edge.

SI GNATURE AND DATE
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